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e      is total regional  earnings/employment.

E|    is national earnings/employment   in  industry i.

E      is  total national  earnings/employment.

For example,  assume  that  food and kindred products manufacturing  (SIC 2Q>
represents 2.5 percent of United States  total earnings.     For  the midwestern
SMSA,  assume  that 4 percent  of earnings   in  the  region originate  in  this  industry.
According to the  formula above,   the  location quotient   is   1.61,   that   is,   the
midwestern SMSA produces more food and kindred  products  than  it  needs  and
exports  the excess.     Hence,   for each dollar of final demand   in  that   industry4
all of it can be met by local production.     The  location  quotient   is   1.0 for   the
application described below (i.e.,  it will never be greater  than   1.0 when used
in 1-0 analysis).     If,  on the otherhand,  only 1.5 percent  of earnings   in the
midwestern SMSA originated from this  industry,   the  location  quotient  would be
only 0.60.     This  implies  that  the region can only meet  60 percent  of   final
demand in that  industry through  local production.     It   imports   the  rest.

Multiplying  the total  change in final demand by  this   location quotient
yields  the  final  demand change  for the region by sector:

For each sector:

Change in Final
Demand
C$1,000)

location
quotient

Change  in Final
Demand Within Region
C$1,000)

In many regional models,   the change  in  final  demand within  the  region is
presented as a "direct effect  coefficient."

Direct  effect  coefficient       =      Change  in Final  Demand

Within Region  ($1.000)
Change  in Final Demand
(in $1,000)

(d).     The change  in final demand  (or the direct  effect  coefficient)
for the region is  then multiplied by the direct  employment  coefficient   (i.e.,
person-years per dollar of output)  for  the  relevant  sector.   This  yields   the
change  in direct  regional  employment   (in person-years) due  to  a change  in fin
demand  for inputs:.  530 pp.
